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Agenda ltem No. 12c.

Staff Report

Date: September t4,2OL7

To: Mayor Robbins and Councilmembers

From: Mike Armstrong, Recreation Manager

Subject: Approval of St. John's Lease for the Ross Recreation Preschool

Recommendation
Council approval of Resolution No. 202L authorizing the Town Manager to execute the Lease Agreement
with St. John's Church for the Ross Recreation Preschool.

Background and discussion
The current lease with St. John's for the Ross Preschool operated by the Recreation Department ends on

September 7, 2O!8. The Recreation Manager, together with the Town Manager, have engaged in

negotiations to extend the lease and adjust the provisions of the lease to assist the financial sustainability
of the Ross Preschool. The terms of the new lease begins in September 2OI7 and extends through August

31.,2019. The outdoor space willalso be expanded to include and additional play area.

The new lease includes the following significant changes to the existing lease terms:
o Extends the lease between the Town and St. John's an additional year to August 3t,2OI9
o The base rent is modified from a rate of 56,953 per month during the school year and $4,694 per

month in the two month summer storage period. The renegotiated base rent is 55,000 per month
for the ten month school year and 5L,250 for the two month summer period. ln both leases, the
rent escalates at 3% per year.

¡ New lease includes an additional 5% of tuition received by the preschool will be payable to St.

John's as a percentage rent payment (if this provision would have been in place in Fiscal Year

201.6-17 the payment would have been SL0,800). By structuring the lease based on a percentage

of tuition, the preschool sustainability is improved, as the lease addresses fluctuations in
enrollment from year to year.

r Operating cost annual payment reduced from approximately 55,800 per year to $3,950.
e Preschool right to use the leased space modified from being 8 a.m. to 5 p.m. Monday through

Friday to 8 a.m. to 1-:00 p.m. Monday through Friday.
¡ Expansion of outside space for a larger play area

Fiscal, resource, and timeline impacts
Based on last year's enrollment the new lease would result in a savings of S17,000 versus the current lease

rate. The expected annual cost savings from the new lease depends on enrollment and tuition due to the
provision the Town is paying a percentage of tuition revenue as rent. The expected range of annual cost

savings due to the lease is from $14,000 to S18,OOO annually.



Alternative act¡ons
Not approve the new lease which results in not achieving the lease cost savings of the new lease.

Environmental review (if applicable)
N/A

Attachments
¡ Resolution No. 2021
o Draft Lease Agreement
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TOWN OF ROSS

RESOLUTION NO. 2021

A RESOLUTION OF THE TOWN OF ROSS APPOINTING THE TOWN

MANAGER AS THE AUTHORIZED REPRESENTATIVE TO EXECUTE A
LEASE AMENDMENT W¡TH ST. JOHN'S CHURCH FOR ROSS PRESCHOOL

WHEREAS, the Town has an existing lease with the St. John's Church that was approved

in July 2015; and

WHEREAS, the Town Manager and Town Recreation Manager on behalf of the Town have

come to a mutual agreement on new lease terms with representatives of St. John's

Church.

NOW, THEREFORE, BE lT RESOLVED, that the Town Council of the Town of Ross does

hereby appoint the Town Manager as the authorized representative to execute a new

lease with St John's Church, which shall be deemed binding upon all members of this
orga nization, collectively.

The foregoing resolution was duly and regularly adopted by the Ross Town Council at its
regular meeting held on the 14th day of September 2Ot7 , by the following vote:

AYES:

NOES:

ABSTAIN:

ABSENT:

Elizabeth Robbins, Mayor

ATTEST:

Linda Lopez, Town Clerk



LF'ASE

Ross Recreation Pre-School

St. John's Church, 1.4 Lagunitas Avenue, Ross, California

This Lease (ool,easeon) is entered into by and between The Rector, Wardens and Vestrymen
of St. John's Parish, Ross, California ("Landlord'n), and the Town of Ross (ooTenant") as of
September _,2017.

Tenant currently occupies a portion of the building owned by Landlord located at
14 Lagunitas Drive, Ross California pursuant to a lease between Landlord and Tenant dated July
31, 2015 (the "Existing Lease"). The Existing Lease is hereby terminated effective as of
September 1,2017 and replaced and superseded by this Lease.

1. Ln¿,sn oF PREMISES. In consideration of the Rent and the provisions of this Lease,
Landlord leases the Premises to Tenant and Tenant leasesthe Premises from Landlord forthe Term
described below. Tenant shall have the non-exclusive right in common with Landlord, other
tenants, subtenants, and invitees of the Building to use of the Common Areas. Tenant shall also
have the non-exclusive right in common with Landlord, its visitors and invitees to use the parking
spaces at the rear of the Building Monday through Friday for student pick-up and drop-off only.

2. DnrrNruoNs. As used in this Lease, the following terms shall have the following
meanings:

(a) Base Rent: Except as provided in Section 2(b), $5,000 per month increased by
3Yo armually as of each anniversary of the Commencement Date.

(b) Base Rent During Storage Only Period: During any Storage Only Period, but in no event
more than two (2) months during each year, $1,250 per month, increased by 3% annually as of
each anniversary of the Commencement Date.

(c) Building: The building and other improvements, and all landscaped areas, walkways,
driveways and parking areas on the real property located at 14 Lagunitas Avenue, Ross, California.

(d) Commencement Date: September I,2017

(e) Common Areas: The portion of the Building designated as Common Area on Exhibit A
attached hereto, which includes a reception area, partial kitchen, corridors and restrooms.

(Ð Expiration Date: August 31,2019, subject to the Tenant's right to terminate this Lease

earlier pursuant to Section 3(b) hereof.

(g) Gross Sales: The gross income received by Tenant as of September 30, December 31, and
June 30 of each School Year, in connection with any preschool classes, services or programs
conducted by Tenant at the Premises, pursuant to Section 4 of this Lease.
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(h) Landlord's Mailing Address: St. John's Episcopal Church, P.O. Box 217, Ross,
Califomia 94957 Attn: The Reverend Chris Rankin-Williams.

(Ð Operating Costs: The term o'Operating Costs" is def,rned in Section 5(b)

fi) Parish Hall: The room in the Building identified as the o'Parish Hall" on Exhibit A.

(k) Parish Hall Hourly Rental Rate: $40.57 per hour, increased by 3% annually as of each
anniversary of the Commencement Date.

(l) Percentage Rent: Five percent (5%) of Tenant's Gross Sales, as further described in
Section 5(c) below.

(m) Premises: The rooms in the Building identified as Pre-School Area A and Pre-School
Area B and the ú6Play Area" immediately adjacent to Pre-School Area A shown on Exþ!þ!!:\,
and approximately 100 square feet of storage area (the "Storage Area") in the Building attic, the
precise location to be designated by Landlord, and, during the Storage Only Period only, the
backroom servicing Pre-School Areas A and B also.

(n) Security Deposit: Six Thousand Nine Hundred Fifty-Three Dollars ($6,953), which was
already delivered to Landlord at the time of Tenant's execution of the Existing Lease.

(o) Storage Only Period: That time period, not to exceed 60 consecutive days, during the
months of June, July, August, September or October, in any calendar year, during which Tenant
is not using Pre-School Area A, Pre-School Area B or the Play Area at all, but instead only using
the Storage Area. In no event shall any Storage Only Period consist of less than a thirty (30) day
consecutive period. Tenant shall provide Landlord notice of the Storage Only Period for each
calendar year, at least two (2) months prior to the first day of such Storage Only Period.

(p) Tenant's Proportionate Share: 10.00%

(q) Tenant's Permitted Use: Tenant shall use the Premises primarily for the operation of a
pre-school with not more than 40 students, and, as an ancillary use, for other community programs
operated by the Ross Recreation Department, such as educational and recreational programs.

(r) Term: Two (2) years, subject to Tenant's right to terminate this Lease early pursuant to
Section 3(b) below

3. Tnnu; rnNaNr's Ennly TnRivrrNarroN RrcHT.

(a) Initial Term: The Term of this Lease shall be for two (2) years, commencing on the
Commencement Date and ending on the Expiration Date, unless sooner terminated or unless
extended pursuant to the terms hereof.

(b) Tenant's Early Termination Right: Notwithstanding anything herein to the contrary,
Tenant may terminate this Lease prior to the Expiration Date by delivering written notice thereof
to Landlord at least ninety (90) days in advance of the effective date of such termination. In order
for such termination to be effective, Tenant must pay the Termination Fee to Landlord at the same
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time such termination notice is delivered to Landlord. As used herein, the term "Termination Fee"
shall mean the sum of Fifteen Thousand Dollars ($15,000) if the date on which Landlord receives
such written notice of termination is on or before April 30,2018 and the sum of Twenty-Five
Thousand Dollars ($25,000) if the date on which Landlord received such written notice of
termination is after April 30, 2018.

4. Lrn¡rrno Usa mo Occup.tNcv; TnNaNr's AccnptANCE oF THE PRnnarsns. Tenant has

the right to use and occupy the Premises only during the hours of 8:00 a.m. to 1:00 p.m. Monday
through Friday. Landlord acknowledges that, so long as Tenant is no longer conducting class after
1:00 p.m., Tenant's teachers and staff may stay in the Premises until 1:15 p.m. during such days
so long as the activities of such teachers or staff does not interfere with any activities being held
by or on behalf of Landlord in the Premises subsequent to 1:00 p.m., including but not limited to
the preparation for or conduct of pre-school classes or activities therein. Tenant acknowledges
that Landlord uses the Premises on weekend days, including, without limitation, for Sunday School
each Sunday. Each Friday, Tenant shall ready the Premises for Landlord's weekend use by
removing all of Tenant's fumiture, equipment, decorations, wall hangings and supplies, unless
otherwise specified by Landlord. Each Monday morning, Tenant shall be responsible for making
the Premises ready for Tenant's use during the week. Tenant has accepted the Premises in its "as
is" condition as of the date of this Lease. No promise of Landlord to alter, remodel, repair or
improve the Premises or the Building and no representation, express or implied, respecting any
matter or thing relating to the Premises or the Building or this Lease (including, without limitation,
the condition of the Premises or the Building or its suitability for Tenant's intended use) has been
made to Tenant by Landlord or its agents or representatives, other than as may be expressly
contained herein.

5. Ruxr

(a) Payment of Rent: Landlord and Tenant agree that Tenant's obligation to pay Base Rent,
Percentage Rent and Additional Rent, as defined below, shall start on the Commencement Date,
as defined above. Tenant shall pay Base Rent in advance on the first (1't) day of each calendar
month of the Term. If the Term begins (or ends) on other than the first (or last) day of a calendar
month, the Base Rent for the partial month shall be prorated based on a thirty (30) day month.
Tenant shall pay Landlord the first monthly installment of Base Rent and Tenant's Proportionate
Share of Operating Costs concurrently with the execution of this Lease.

(b) Operating Costs: Tenant shall pay to Landlord, as Additional Rent, an amount equal to
Tenant's Proportionate Share of Operating Costs in accordance with the provisions of this
Section 5(b) for each month of the Term when a Storage Only Period is not in effect. Tenant shall
not have an obligation to pay Tenant's Proportionate Share of Operating Costs during any Storage
Only Period. The Term "Operating Costs" shall include all actual costs for utilities serving the
Building (water, sewer, gas and electricity), telephone and telecommunications service, janitorial
service and trash removal. Tenant's Proportionate Share of Operating Costs shall be payable by
Tenant to Landlord as follows:

(i) Landlord will estimate the amount of Operating Costs for each calendar year (or
portion thereof) and Tenant's Proportionate Share thereof, and then make an adjustment in the
following calendar year based on the actual Operating Costs incurred for that year. Payments of
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such Additional Rent shall be made in monthly installments, concuffently with the payment of
Base Rent and continuing until the first day of the month following the month in which Landlord
gives Tenant a new notice of estimated Operating Costs. Based on Landlord's estimated total
Operating Costs for 2017, Tenant's Proportionate Share of Operating Costs for 2017 is estimated
to be $3,950 on an annualized basis (assuming a two (2) month Storage Only Period each calendar
year), $395 per month. Such amount is an estimate only; the parties acknowledge that Tenant shall
be obligated to pay Tenant's Proportionate Share of actual Operating Costs incurred, which may
be more or less than such estimate.

(iÐ Landlord will endeavor to deliver on or before January 31 of each year (or as soon
thereafter as is practical), a statement setting forth Tenant's Proportionate Share of the Operating
Costs for the preceding year and the estimate for the current year; provided, however, that
Landlord's failure to deliver the statement by January 31 shall not be deemed a waiver of
Landlord's right to require payment for Tenant's Proportionate Share of Operating Costs. Tenant
shall pay its monthly installment of Tenant's Proportionate Share of Operating Costs at the prior
year's amount until Landlord has delivered its estimate of the current's year's amount. If Tenant's
Proportionate Share of the actual Operating Costs for the previous year exceeds the total of the
estimated monthly payments made by Tenant for such year, Tenant shall pay Landlord the amount
of the deficiency within ten (10) days after receipt of the statement. If such total exceeds Tenant's
Proportionate Share of the actual Operating Costs for such year, then Landlord shall credit against
Tenant's next ensuing monthly installments) of Additional Rent an amount equal to the difference
until the credit is exhausted. If a credit is due from Landlord on the Expiration Date, Landlord
shall pay Tenant the amount of the credit on or before September 10,2019. The obligations of
Tenant and Landlord to make payments for deficient or excess Additional Rent, as applicable,
required under this Section s(c)(ii) shall survive the Expiration Date.

(iii) Tenant's Proportionate Share of Operating Costs in any partial year during the
Term shall be prorated based on the number of days of such year included in the Term.

(c) Percentage Rent: Commencing on the Commencement Date, Tenant shall also pay the
Percentage Rent to Landlord as provided for below.

(Ð On November 15, February 15, September 15 of each School Year during the Term,
Tenant shall respectively furnish to Landlord the financial summary reports for the Town of Ross
(the "Summary Report") for Tenant's reporting periods ending September 30, December 31, and
June 30 of such School Year. Each Summary Report shall include Gross Sales (provided in the
Summary Report as Ross Preschool revenue). On or before September 15 of each School Year,
Tenant shall also furnish to Landlord a certified statement by an officer of the Tenant reporting
Gross Sales, on a cumulative basis for the preceding school year (the "Annual Statement of Gross
Sales"). All reports of Gross Sales submitted by Tenant to Landlord shall be deemed conclusive
and binding upon Tenant unless Tenant corrects the reports within one (1) year after the date
Tenant submits the reports to Landlord.

(iÐ On November 15, February 15, and September 15 of each School Year during the
Term, Tenant shall pay to Landlord the Percentage Rent based on Gross Sales reported in the
Summary Report for each period ending September 30, December 31, and June 30, respectively.
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(iii) For the purpose of determining Gross Sales and Percentage Rent, Tenant shall keep
year end books and records, in accordance with generally accepted accounting principles
consistently applied, in which shall be recorded gross income received by Tenant in connection
with any preschool classes, service or programs conducted by Tenant at the Premises, pursuant to
Section 4 of this Lease. Tenant's books and records shall include all relevant original income
records relating to such income. Tenant shall prepare, preserve and maintain any and all such
records and accounts for a period of not less than three (3) years following the School Year in
which the sales were generated.

(d) Definition of Rent: All costs and expenses which Tenant assumes or agrees to pay to
Landlord under the Lease other than Base Rent and Percentage Rent shall be deemed 'oAdditional
Rent" (which, together with the Base Rent and Percentage Rent, is also referred to in this Lease
as the r6Rent"). The Rent shall be paid to Landlord at Landlord's mailing address, mailed to the
attention of Church Administrator, or at such other place as Landlord may from time to time
designate in writing, without any prior demand therefor and without deduction or offset, in lawful
money of the United States of America.

(e) Taxes Payable by Tenant: In addition to the Rent and any other charges /o be paid by
Tenant hereunder, Tenant shall reimburse Landlord upon demand for any and all taxes payable by
Landlord (other than net income taxes) which are not otherwise reimbursable under this Lease,
whether or not now customary or within the contemplation of the parties, where such taxes are

upon, measured by or reasonably attributable to:

(Ð the cost or value of Tenant's equipment, furniture, fixtures and other personal
property located in the Premises or the cost or value of any Tenant Improvements made in or to
the Premises by or for Tenant regardless of whether title to such improvements is held by Tenant
or Landlord; and/or

(ii) the gross or net Rent payable under this Lease, including, without limitation, (i) any
rental or gross receipts tax levied by any taxing authority with respect to the receipt of the Rent
hereunder; (ii) the possession, leasing, operation, management, maintenance, alteration, repair, use

or occupancy by Tenant of the Premises or any portion thereof; or (iii) this transaction or any
document to which Tenant is a party creating or transferring an interest or an estate in the Premises.
If it becomes unlawful for Tenant to reimburse Landlord for any costs as required under this Lease,
the Base Rent shall be revised to net Landlord the same net Rent after imposition of any tax or
other charge upon Landlord as would have been payable to Landlord but for the reimbursement
being unlawful.

6. LrcnNsa ro RENT PlmsH H¿,1¡,. Tenant may rent the Parish Hall on an hourly basis from
time to time, upon advance written request to Landlord. Landlord shall not be obligated to rent
the Parish Hall to Tenant if the Parish Hall is otherwise being used or reserved for use by Landlord
or Landlord's invitees. Tenant shall not use the Parish Hall unless Landlord has notified Tenant
of its consent to Tenant's request. Tenant may not reserve any such areas for use more than 10

days in advance. Tenant shall pay to Landlord an hourly fee for the use of such additional areas

at Parish Hall Hourly Rental Rate. Tenant shall make such payment to Landlord within thirty (30)
days after billing. At the end of any rental of the Parish Hall by Tenant, Tenant shall remove any
equipment, supplies or other personal property of Tenant from the Parish Hall restore the furniture
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¿urangement in the Parish Hall to the condition prior to Tenant's use. Tenant's use of the Parish
Hall and other Building areas shall be subject to all terms and conditions of this Lease.

7. INrsREsr AND LATE CnnRcns. If Tenant fails to pay any Rent or other amounts or
charges which Tenant is obligated to pay under the terms of this Lease, the unpaid amounts shall
bear interest at the rate of ten percent (10%) per annum or the maximum rate then allowed by law,
if less. Tenant acknowledges that the late payment of any Rent will cause Landlord to lose the use

of that money and incur costs and expenses not contemplated under this Lease, including, without
limitation, administrative and collection costs and processing and accounting expenses, the exact
amount of which is extremely diff,rcult to ascertain. Therefore, in addition to interest, if any
payment of Rent is not received by Landlord within ten (10) business days from the date it is due,
Tenant shall pay Landlord a late charge equal to ten percent (10%) of the delinquent amount.
Landlord and Tenant agree that this late charge represents a reasonable estimate of such costs and
expenses and is fair compensation to Landlord for the loss suffered from such nonpayment by
Tenant. Acceptance of any interest and/or late charge shall not constitute a waiver of Tenant's
default with respect to such nonpayment by Tenant nor prevent Landlord from exercising any other
rights or remedies available to Landlord under this Lease.

8. Sncurury Dnposrr. Tenant hereby grants to Landlord a security interest in the Security
Deposit in the amount stated in Section 2(n) to secure the performance of Tenant's obligation
herein. Landlord may apply or use all or any portion of the Security Deposit for Rent payments
or any other amount then due and unpaid, for payment of any amount for which Landlord has

become obligated as a result of Tenant's default or breach, and for any loss or damage sustained
by Landlord as a result of Tenant's default or breach, and Landlord may so apply or use this
Security Deposit without prejudice to any other remedy Landlord may have by reason of Tenant's
default or breach. Tenant waives the provisions of California Civil Code section 1950.1, and all
other provisions of law now in force or that become in force after the date of execution of this
Lease, that provide that Landlord may claim from a security deposit only those sums reasonably
necessary to remedy defaults in the payment of Rent, to repair damage caused by Tenant, or to
clean the Premises. Landlord and Tenant agree that Landlord may, in addition, claim those sums
reasonably necessaÍy to compensate Landlord for any other foreseeable or unforeseeable loss or
damage caused by Tenant's default, or the act or omission of Tenant or Tenant's officers, agents,
employees, independent contractors, or invitees. Landlord may commingle the Security Deposit
with other funds. In the event of bankruptcy or other insolvency proceedings filed by or against
Tenant, the Security Deposit shall be deemed to be applied first to the payment of Rent and other
charges due Landlord for all periods prior to the effective date of such proceedings. Interest shall
not accrue on the Security Deposit. If Landlord so uses any of the Security Deposit, Tenant shall,
within ten (10) days after written demand therefor, restore the Security Deposit to the full amount
originally deposited. Tenant's failure to do so shall constitute an event of default hereunder, and
Landlord shall have the right to exercise any remedy provided for in Section 25 hereof. V/ithin
fifteen (15) days after the Term (or any extension thereof) has expired or Tenant has vacated the
Premises, whichever shall last occur, and provided Tenant is not then in default on any of its
obligations hereunder, Landlord shall return the Security Deposit to Tenant, or, if Tenant has

assigned its interest under this Lease, to the last assignee of Tenant. If Landlord sells its interest
in the Premises, Landlord shall deliver the Security Deposit to the purchaser of Landlord's interest,
free and clear of the security interest granted herein, and thereupon be relieved of any further
liability or obligation with respect to the Security Deposit.
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9. TsNlNt's UsB on rHn Pnnvusns. Tenant shall use the Premises solely for Tenant's
Permitted Use. Tenant shall not use or occLrpy the Premises in violation of law or any covenant,
condition or restriction affecting the Building or the certificate of occupancy issued for the
Building, and shall, upon notice from Landlord, immediately discontinue any use of the Premises
which is declared by any governmental authority having jurisdiction to be a violation of law or the
certificate of occupancy. Without limiting the foregoing, no Hazardous Materials shall be handled
by Tenant at or about the Premises or the Building without Landlord's prior written consent, which
consent may be granted, denied, or conditioned upon compliance with Landlord's requirements,
all in Landlord's absolute discretion. Notwithstanding the foregoing, normal quantities and use of
those Hazardous Materials customarily used in the course of Tenant's business and operations,
such as cleaning supplies ("Permitted Hazardous Materials"), may be used and stored at the
Premises without Landlord's prior written consent, provided that Tenant's activities at or about
the Premises and the Building and the handling by Tenant of allHazardous Materials shall comply
at all times with all applicable law and regulations. For purposes of this Lease "Hazardous
Materials" means any substance that now or in the future defined as ahazardous waste, hazardous
substance, pollutant or contaminant under any local, state or federal law or regulation. Landlord
hereby advises Tenant that the Premises has not undergone an inspection by a certified access

specialist, and except to the extent expressly set forth in this Lease, Landlord shall have no liability
or responsibility to make any repairs or modifications to the Premises or the Building in order to
comply with accessibility standards. The following disclosure is hereby made pursuant to
applicable Califomia law:

"A Certified Access Specialist (CASp) can inspect the subject premises and
determine whether the subject premises comply with all of the applicable
construction-related accessibility standards under state law. Although state law
does not require a CASp inspection of the subject premises, the commercial
property o\ryner or lessor may not prohibit the lessee or tenant from obtaining a
CASp inspection of the subject premises for the occupancy or potential occupancy
of the lessee or tenant, if requested by the lessee or tenant. The parties shall
mutually agtee on the arrangements for the time and manner of the CASp
inspection, the payment of the fee for the CASp inspection, and the cost of making
any repairs necessary to correct violations of construction-related accessibility
standards within the premises." [Cal. Civ. Code Section 1938(e)]. Any CASp
inspection shall be conducted in compliance with reasonable rules in effect at the
Building with regard to such inspections and shall be subject to Landlord's prior
written consent.

10. SnRvtcps AND UTILITIcS. Landlord shall provide the following services to the Premises
and the Common Areas: (i) during the hours of 8:00 a.m. to l:00 p.m. Monday through Friday:
Heating and ventilation as necessary for normal comfort for normal use; (ii) electricity, (iii)
telephone and telecommunications services; (iv) water from regular Building outlets to the
Common Area plumbing fixtures; (v) janitorial service to the Common Areas and the Premises
and trash removal twice a week, it being understood that Tenant shall remove the trash created by
Tenant's activities at the Premises on a daily basis; and (vi) window washing with reasonable
frequency. Tenant agrees that Landlord shall not be liable for damages, by abatement of Rent or
otherwise, for failure to furnish or delay in furnishing any service (including telephone and
telecommunication services), or for any diminution in the quality or quantity thereof, when such
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failure or delay or diminution is occasioned, in whole or in part, by breakage, repairs, replacements,
or improvements, by any strike, lockout or other labor trouble, by inability to secure electricity,
gas, water, or other fuel at the Building after reasonable effort to do so, by any riot or other
dangerous condition, emergency, accident or casualty whatsoever,by act or default of Tenant or
other parties, or by any other cause beyond Landlord's reasonable control and such failures or
delays or dimunition shall never be deemed to constitute an eviction or disturbance of Tenant's
use or possession of the Premises nor, except as expressly set forth below, relieve Tenant of its
obligation to pay Rent. Furthermore, Landlord shall not be liable under any circumstances for a
loss of, or injury to, property or for injury to, or interference with, Tenant's business, however
occurring, through or in connection with or incidental to a failure to furnish any of the services or
utilities as set forth in this Section, except to the extent arising out of or resulting from the gross
negligence or willful misconduct of Landlord. Notwithstanding anything in this Lease to the
contrary, to the extent that Tenant is unable to use the Premises for the purpose specified in Section
7 for acontinuous period of more than forty-eight (48) hours as a result of the failure to furnish or
delay in furnishing any service described in this paragraph, or for any diminution in the quality or
quantity thereof, Tenant shall be entitled to an abatement of the Rent for the period during which
Tenant is prevented from using the Premises.

11. CoxsrRucrroN, RnpnrRs rxo M¡NTENANCE.

(a) Landlord's Obligations: Landlord shall be responsible for maintenance and repair of the
Premises and the Building, including Building systems (excluding those installed by Tenant, if
any) as well as the roof, walls and all structural components of the Building, and any and all
landscaped areas, walkways, driveways, parking lots and fences (other than any fence installed by
Tenant). Tenant shall pay the cost of repairs for any damage occasioned by Tenant's use of the
Premises, the Building or the Common Areas or any act or omission of Tenant or Tenant's
representatives or invitees.

(b) Tenant's Obligations: Tenant shall maintain all of its furniture, fixtures and equipment
in good order and condition, including, without limitation, the play equipment in the play arcaand
the fence installed by Tenant.

(c) Compliance with Law: Landlord and Tenant shall each do all acts required to comply
with all applicable laws, ordinances and rules of any public authority relating to their respective
maintenance and repair obligations as set forth herein.

(d) Waiver by Tenant: Tenant expressly waives the benefits of any statute now or hereafter
in effect (including, without limitation, the provisions of subsection 1 of Section 1932, Section
l94l and Section 1942 of the California Civil Code and any similar law, statute or ordinance now
or hereafter in effect) which would otherwise afford Tenant the right to make repairs at Landlord's
expense or to deduct the costs from rent due or to terminate this Lease because of Landlord's
failure to keep the Premises in good order, condition and repair.

(e) Landlord Not Liable: Except as otherwise expressly provided in this Lease, Landlord
shall have no liability to Tenant nor shall Tenant's obligations under this Lease be reduced or
abated in any manner whatsoever by reason of any inconvenience, annoyance, intemrption or
injury to business arising from Landlord's making any repairs or changes which Landlord is
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required or permitted by this Lease or by any other tenant's lease or required by law to make in or
to any portion of Building or the Premises, except to the extent arising out of or resulting from the
gross negligence or willful misconduct of Landlord. Landlord shall nevertheless use reasonable
efforts to minimize any interference with Tenant business in the Premises.

(Ð Notice of Condition: Tenant shall give Landlord prompt notice of any obvious damage
to or defective condition in any part or appurtenances of the Building's mechanical, electric,
plumbing, HVAC or other systems serving, located in or passing through the Premises.

12. Ar,rBR¡rroNS AND Aoo¡rroNs.

(a) Tenant's Work: Landlord shall permit, but shall not require, Tenant, at Tenant's sole
expense, to make the following alterations and improvements (collectively, the ooTenant's

Work"): (i) paint the interior walls of Pre-School Area A and Pre-School Area B so long as those
rooms are painted in the same color and gloss currently in these rooms and the painting contractor
used for such work is approved in advance by Landlord; and (ii) install newplayground equipment
and perimeter fencing to the Play Area in the manner and locations shown on Schedule I attached
hereto. The Tenant Work shall be performed only by a licensed contractor(s) approved by
Landlord in writing. Prior to the commencement of any work, Tenant shall require its contractor
and any subcontractors to obtain and maintain the following insurance, and shall deliver evidence
of such insurance to Landlord: Workers Compensation Insurance as required by law, employers
liability insurance in the amount of $1,000,000; commercial general liability insurance insuring
against bodily injury, property damage and personal injury; $1,000,000 each occurïence,
$1,000,000 general aggregale, $1,000,000 completed operations aggregate; business auto liability
coverage applying to "any auto" $1,000,000 per occuffence. Coverage is to be provided on an
"occurrence" rather than a "claims made" basis. Coverage shall otherwise be in compliance with
the insurance requirements set forth in Section 19(a).

(b) Tenant shall not be permitted to make any other alterations, improvements or additions to
the Premises or the Building without the prior written consent of Landlord, which may be given
or withheld by Landlord in Landlord's sole and absolute discretion. All work with respect to any
addition, alteration or improvement shall be done in accordance with all applicable laws, codes
and regulations, in a good and workmanlike marìner by properly qualified and licensed personnel
approved by Landlord, and such work shall be diligently prosecuted to completion. Tenant shall
reimburse Landlord for all costs that are reasonably necessary for Landlord to evaluate such work,
including but not limited to the fees of any consultants retained by Landlord for such review.
Further, unless otherwise required by Landlord, Tenant shall pay Landlord all amounts due under
this Section within ten(10) business days of receipt of invoices from Landlord of the amounts
actually incurred by Landlord.

(c) Tenant shall pay the costs of any work done on the Premises pursuant to this Section and
shall keep the Premises and the Building free and clear of liens of any kind arising due to work
performed for or materials supplied to Tenant. Tenant shall discharge aîy such lien of record
immediately upon its hling. Neither this Lease, nor any request or consent of Landlord to the
labor, materials or obligations, is consent to such a lien. Landlord may cause such liens to be
released by any means it deems proper, including payment, at Tenant's expense and without
affecting Landlord's rights. Tenant shall indemnifr, defend against and keep Landlord free and
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harmless from all liability, loss, damage, costs, attorneys' fees and any other expense incurred on
account of claims by any person performing work or furnishing materials or supplies for Tenant
or any person claiming under Tenant. Before the actual commencement of any work for which a
claim or lien may be filed, Tenant shall give Landlord notice of the intended commencement date
a sufficient time before that date to enable Landlord to post notices of non-responsibility or any
other notice which Landlord deems necessary for the proper protection of Landlord's interest in
the Premises and the Building and Landlord shall have the right to enter the Premises and post
such notices at any reasonable time.

(d) Unless their removal is required by Landlord as provided in Section 11, all additions,
alterations and improvements made to the Premises shall become the property of Landlord and be
surrendered with the Premises upon the expiration of the Term; provided, however, Tenant's
equipment, machinery and trade fixtures which can be removed without damage to the Premises
shall remain the property of Tenant and may be removed, subject to the provisions of
Section I I (b).

13. TnNlNr InnrRovnuENTS; Tnxrxr's PnopnRrv.

(a) All fixtures, equipment, improvements and appurtenances attached to or built into the
Premises at the commencement of or during the Term, whether or not by or at the expense of
Tenant, including without limitation the Tenant's Work, shall be and remain apart ofthe Premises,
shall be the property of Landlord and shall not be removed by Tenant, except as expressly provided
in Section 11(b).

(b) All movable partitions, business and trade fixtures, furniture, supplies, communications
equipment, office equipment and playground equipment located in the Premises and acquired by
or for the account of Tenant, without expense to Landlord, which can be removed without
structural damage to the Building, and all furniture, furnishings and other Sections of movable
personal property owned by Tenant and located in the Premises (collectively ú(Tenant's

Property") shall be and shall remain the property of Tenant and may be removed by Tenant at
any time during the Term; provided that if any of Tenant's Property is removed, Tenant shall
promptly repair any damage to the Premises and the Building resulting from such removal.

14. CURUIN RIcHrs RnsnRvno By LANDLoRD. Landlord reserves the following rights,
exercisable without liability to Tenant for (i) damage or injury to property, person or business,
(ii) causing an actual or constructive eviction from the Premises, or (iii) disturbing Tenant's use or
possession of the Premises:

(a) To have pass keys to the Premises and all doors within the Premises, excluding Tenant's
vaults and safe. At any time during the Term, upon reasonable prior notice to Tenant and with a
representative of Tenant present, to inspect the Premises and to show the Premises to any
prospective purchaser or mortgagee of the Building, or to any assignee of any mortgagee on the
Building, or to others having an interest in the Building or Landlord, and during the last six months
of the Term, to show the Premises to prospective tenants thereof; and

(b) To enter the Premises, upon at least 24 hours prior written notice and with a representative
of Tenant present, for the purpose of making inspection, repairs, alterations, additions or
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improvements to the Premises or the Building (including, without limitation, checking, calibrating,
adjusting or balancing controls and other parts of building operating systems), and to take all steps
as may be necessary or desirable for the safety, protection, maintenance or preservation of the
Premises or the Building, or as may be necessary or desirable for the operation or improvement of
the Building or in order to comply with laws, orders or requirements of governmental or other
authority, and in a manner that does not unreasonably interfere with Tenant's use and occupancy
of the Premises. Landlord agrees to use commercially reasonable efforts (except in an emergency)
to minimize interference with Tenant's business in the Premises in the course of any such entry.

(c) To change the name or street address of the Building from time to time and to install and
maintain all signs on the exterior of the Building..

15. AssrcNunNT AND Sunlnrrrxc.

(a) Tenant shall not assign or hypothecate this Lease or any interest herein or sublet the
Premises or any part thereof, or permit the use of the Premises by any party other than Tenant,
without the prior written consent of Landlord, which connect may be withheld in Landlord's sole
and absolute discretion. Any of the foregoing acts without such consent shall, at the option of
Landlord, be void and further shall, at the option of Landlord, terminate this Lease. The Lease
shall not, nor shall any interest of Tenant herein, be assigned by operation of law without the
written consent of Landlord.

(b) No subletting or assignment shall release Tenant or Tenant's obligations under this Lease
or alter the primary liability of Tenant to pay the Rent and to perform all other obligations to be
performed by Tenant hereunder. The acceptance of Rent by Landlord from any other person shall
not be deemed to be a waiver by Landlord of any provisions hereof. Consent to one assignment
or subletting shall not be deemed consent to any subsequent assignment or subletting. In the event
of default by an assignee or subtenant of Tenant or any successor of Tenant in the performance of
any other terms hereof, Landlord may proceed directly against Tenant without the necessity of
exhausting remedies against such assignee, subtenant or successor. Landlord may consent to
subsequent assignments of the Lease or subletting or amendments or modifications to the Lease
with assignees of Tenant, without notifying Tenant or any successor of Tenant, and without
obtaining its or their consent thereto and any such actions shall not relieve Tenant of liability under
this Lease.

(c) If Tenant assigns the Lease or sublets the Premises or requests the consent of Landlord to
any assignment or subletting or if Tenant requests the consent of Landlord for any act that Tenant
proposes to do, then Tenant shall, upon demand pay Landlord any attorneys' fees reasonably
incurred by Landlord in connection with such act or request.

16. Holotxc Ovun. If after expiration of the Term and (any Extension Term), Tenant remains
in possession of the Premises with Landlord's permission (express.or implied), Tenant shall
become a tenant from month-to-month only, upon all the provisions of this Lease (except as to
term and Base Rent), but the Base Rent payable by Tenant shall be increased to one hundred
twenty-five percent (125%) of the Base Rent payable by Tenant at the expiration of the Term.
Such monthly rent shall be payable in advance on or before the first day of each month. If either
party desires to terminate such month-to-month tenancy, it shall give the other party not less than
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thirty (30) days advance written notice of the date of termination. If Tenant holds over after the
date of termination, Tenant shall be a tenant as sufferance only, and shall be liable for Landlord's
loss, costs and damage from such holding over, including, without limitation, those from
Landlord's delay in delivering possession to other parties. These provisions are in addition to
other rights of Landlord hereunder and as provided by law.

17. SunnnNonRoFPREMIsES.

(a) Tenant shall peaceably surrender the Premises to Landlord on the Expiration Date. Upon
the expiration or earlier termination of this Lease, Tenant shall return the Premises to Landlord
free of occupancy, including subtenants, with all Tenant's Property removed, completion of any
removal or restoration required pursuant to Section 11(b) and in good and clean condition except
for normal wear and tear. Notwithstanding anything herein to the contrary, Tenant shall have no
obligation to restore the Play Area to its original condition upon the expiration or earlier
termination of this Lease. Any damage to the Premises, including any structural damage, resulting
from Tenant's use or from the removal of Tenant's Property, shall be repaired by Tenant at
Tenant's expense.

(b) If Tenant abandons or surrenders the Premises, or is dispossessed by process of law or
otherwise, any of Tenant's Property left on the Premises shall be deemed to be abandoned, and at
Landlord's option, title shall pass to Landlord under this Lease as by a bill of sale. If Landlord
elects to remove all or any part of such Tenant's Property, the cost of removal, including repairing
any damage to the Premises, Building caused by such removal, shall be paid by Tenant. On the
Expiration Date Tenant shall surrender all keys to the Premises.

18. DlvrlcpoRDESTRUcrroN.

(a) If the Premises or the portion of the Building necessary for Tenant's occupancy is damaged
by fire, earthquake, act of God, the elements or other casualty, Landlord shall, subject to the
provisions of this Section, promptly repair the damage, if such repairs can, in Landlord's opinion,
be completed within ninety (90) days and if such repairs are fully covered by insurance. If
Landlord determines that repairs can be completed within ninety (90) days and are fully covered
by insurance, this Lease shall remain in full force and effect, except that, provided such damage is
not the result of the negligence or willful misconduct of Tenant or Tenant's agents, employees,
contractors, licensees or invitees, the Base Rent and Tenant's Proportionate Share of Operating
Expenses shall be abated to the extent Tenant cannot use the Premises for Tenant's permitted use,

commencing with the date of damage and continuing until such time as Tenant may reasonably
use the Premises for Tenant's permitted use.

(b) If, in Landlord's opinion, such repairs to the Premises or portion of the Building necessary
for Tenant's occupancy cannot be completed within ninety (90) days or are not fully covered by
insurance, Landlord may elect to repair such damages and shall so notify Tenant, in which event,
this Lease shall continue in full force and effect, but the Base Rent shall be abated as provided in
Section 16(a). If Landlord does not so elect to make such repairs, this Lease shall terminate as of
the date of such fire or other casualty.
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(c) If any other portion of the Building is totally destroyed or damaged to the extent that in
Landlord's opinion repair thereof cannot be completed within ninety (90) days or is not fully
covered by insurance, Landlord may elect, upon notice to Tenant given within thirty (30) days
after the date of such fire or other casualty, to repair such damage, in which event, this Lease shall
continue in full force and effect, but the Base Rent shall be abated as provided in Section l6(a). If
Landlord does not elect to make such repairs, this Lease shall terminate as of the date of such fire
or other casualty.

(d) If the Premises are to be repaired under this Section, Landlord shall repair at its cost the
Building and the Premises. Tenant shall be responsible at its sole cost and expense for the repair,
restoration and replacement of the playground fence installed by Tenant and Tenant's Property
(including, without limitation, Tenant's playground equipment). Landlord shall not be liable for
any loss of business, inconvenience or arìnoyance arising from any repair or restoration of any
portion of the Premises or the Building as a result of any damage from fire or other casualty.

(e) This Lease shall be considered an express agreement governing any case of damage to or
destruction of the Premises and/or the Building by fire or other casualty, and any present or future
law which purports to govern the rights of Landlord and Tenant in such circumstances in the
absence of express agreement shall have no application. In particular, Tenant waives the
provisions of Sections 1932(2) and 1933(4) of the California Civil Code, or any successor or
similar statute or rule or regulation and agrees that the provisions of this Lease shah govem the
rights of the parties in connection with any damages or destruction of the Premises.

19. EnuNBNr Don¡l¡,rN. If the whole of the Premises and/or the Building is lawfully taken by
condemnation or in any other manner for any public or quasi-public purpose, this Lease shall
terminate as of the date of such taking, and Rent shall be prorated to such date. If less than the
whole of the Premises and/or the Building is so taken, this Lease shall be unaffected by such taking,
provided that (i) Tenant shall have the right to terminate this Lease by notice to Landlord given
within ninety (90) days after the date of such taking if the remaining area of the Premises is not
reasonably sufficient for Tenant to continue operation of its business, and (ii) Landlord shall have
the right to terminate this Lease by notice to Tenant given within ninety (90) days after the date of
such taking. If either Landlord or Tenant so elects to terminate this Lease, the Lease shall terminate
on the thirtieth (30th) day after either such notice. The Rent shall be prorated to the date of
termination based on a thirty (30) day month. If this Lease continues in force upon such partial
taking, the Base Rent and Tenant's Proportionate Share shall be proportionately adjusted. In the
event of any taking, partial or whole, all of the proceeds of any award, judgment or settlement
payable by the condemning authority shall be the exclusive property of Landlord, and Tenant
hereby assigns to Landlord all of its right, title and interest in any award, judgment or settlement
from the condemning authority. Tenant, however, shall have the right, to the extent that Landlord's
award is not reduced or prejudiced, to claim from the condemning authority (but not from
Landlord) such compensation as may be recoverable by Tenant in its own right for relocation
expenses and damage to Tenant's personal property.

20. INunuNrrrcATIoN. Tenant hereby assumes all risk of damage to property or injury to
persons in, upon or about the Building or the Premises from any cause whatsoever (including, but
not limited to, any personal injuries resulting from a slip and fall in, upon or about the Premises or
the Building) and agrees that Landlord, its officers, agents, employees, representatives and
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independent contractors (collectively, o'Landlord Parties") shall not be liable for, and are hereby
released from any responsibility for, any damage either to person or property or resulting from the
loss of use thereof, which damage is sustained by Tenant or by other persons claiming through
Tenant. Tenant shall indemnify, defend, protect, and hold harmless the Landlord Parties from any
and all loss, cost, damage, expense and liability (including without limitation court costs and
reasonable attorneys' fees) incurred in connection with or arising from any cause in, on or about
the Premises or the Building (including, but not limited to, a slip and fall), any acts, omissions or
negligence of Tenant or of any person claiming by, through or under Tenant, or of the contractors,
agents, servants, employees, invitees, guests or licensees of Tenant or any such person, in, on or
about the Premises or the Building or any breach of the terms of this Lease either prior to, during,
or after the expiration of the Lease Term, provided that the terms of the foregoing indemnity shall
not apply to the active negligence or willful misconduct of Landlord. Should Landlord be named
as a defendant in any suit brought against Tenant in connection with or arising out of Tenant's
occupancy of the Premises, Tenant shall pay to Landlord its costs and expenses incurred in such
suit, including without limitation, its actual professional fees such as reasonable appraisers',
accountants' and attorneys' fees. The provisions of this Section shall survive the expiration or
sooner termination of this Lease.

V/ithout limiting the foregoing, the Landlord Parties shall not be liable for injury or damage which
may be sustained by the person or property of Tenant, its employees, invitees or customers, or any
other person in or about the Premises for any reason whatsoever, including but not limited to such
injuries or damage caused by or resulting from fire, steam, electricity, gas, water or rain which
may leak or flow from or into any part of the Premises, from the breakage, leakage, obstruction or
other defects of pipes, sprinklers, wires, appliances, plumbing, or lighting fixtures or from injury
from falling trees or tree limbs from trees overhanging the Play Area or from contact with any
utility equipment located in the Play Area, whether such damage or injury results from conditions
arising upon the Premises or upon other portions of the Building or from other sources, except to
the extent arising out of or resulting from the gross negligence or willful misconduct of Landlord
Parties. The Landlord Parties shall not be liable for any damages arising from any act or omission
of any other tenant or invitee of the Building.

21. TrNlNr'slxsuRlncn.

(a) All insurance required to be carried by Tenant hereunder shall be issued by responsible
insurance companies acceptable to Landlord, shall have a Best's Rating of at least A- VII, and be

approved to do business in the State of California. Except with respect to workers' compensation
insurance, each policy shall name the Landlord as an additional insured. A copy of each paid up
policy (authenticated by the insurer) or certificate of the insurer evidencing the existence and
amount of each insurance policy required hereunder shall be delivered to Landlord before the
Commencement Date, and thereafter within thirty (30) days after any demand by Landlord
therefor. Such certificate or other evidence of insurance shall include copies of all endorsements
adding Landlord as an additional insured as required by this agreement. Landlord may atany time
and from time to time inspect andlor copy any insurance policies required to be maintained by
Tenant hereunder. No such policy shall be cancelable except after thirty (30) days written notice
to Landlord. Tenant shall fumish Landlord with evidence of renewal of any such policy at least
ten (10) days prior to the expiration thereof. Tenant agrees that ifTenant does not take out and
maintain such insurance, Landlord may (but shall not be required to) procure said insurance on
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Tenant's behalf and charge the Tenant the premiums together with, payable on demand. Tenant
shall have the right to provide such insurance coverage pursuant to blanket policies obtained by
the Tenant, provided such blanket policies expressly afford coverage as required by this Lease.

(b) Beginning on the datç Tenant is given access to the Premises for any purpose and
continuing until expiration of the Term, Tenant shall procure, pay for and maintain in effect the
following policies of casualty insurance:

(i) Tuition Reimbursement/Business InterruptionÆxtra Expense insurance covering at
least twelve (12) months of operation, and including a 90 day Extended Period of Indemnity,
written on an All Risk basis;

(iÐ Commercial General Liability insurance, providing for claims arising from the
operations of Tenant, as provided under the Insurance Services Offrce from CG00 01 or equivalent,
on an occuffence form, and shall provide limits of at least the following:

Coverage Limits:
Each Occuffence Limit:
Personal and Advertising Injury:
General Aggregate (Bodily Injury & Property Damage):
Products and Completed Operations Aggregate:
Fire Damage Legal Liability (any one fire):

$ 1,000,000

$ 1,000,000

$ 2,000,000
$ 2,000,000
$ 100,000

(iiÐ Coverage must provide for claims for bodily injury, death, personal injury or
property damage (including abuse and molestation coverage) occurring on, in, or about the
Demised Premises, the building or adjoining streets, sidewalks, property and passageways. In
addition to the policies listed herein, at least $4,000,000 of occurrence based excess andlor
umbrella liability insurance shall be obtained. This policy(ies) specifically shall include, without
limitation, contractual liability to cover Tenant's obligations hereunder to indemnify Landlord as

an "insured contract." The commercial general liability and commercial automobile liability
policies are to be scheduled on the umbrella./excess liability policy(ies) as underlying policies.
Umbrella/excess liability shall include without limitation, sexual abuse and molestation coverage.

(iv) Commercial Automobile Liability Insurance in an amount of not less than
$1,000,000 per occurrence for Owned, Hired and Non-Owned automobiles used in connection
with Tenant's activities conducted on or about the Premises'

(v) Student Accident Insurance in an amount of not less than $10,000 per occuffence;

(vi) Workers' Compensation insurance in compliance with California law and
employers' liability with a minimum limit of $1,000,000. Such policies shall contain a Waiver of
Subrogation endorsement in favor of Landlord.

(vii) Property Insurance with coverage at least as broad as that provided by Insurance
Services Office Forms CP 10 30 "Causes of Loss-Special Fom," or equivalent form, providing
for risks of direct physical loss or damage to Tenant's moveable furniture, equipment, trade
fixtures installed by Tenant and personal property in the Premises (excluding earthquake and

SMRH:483456426.5 - 15-



flood), on a replacement cost valuation equal to 100% of the mil replacement cost of the Tenant's
property.

(c) Not less than every three (3) years during the Term, Landlord and Tenant shall mutually
agree to increases in all of Tenant's insurance policy limits for all insurance to be carried by Tenant
as set forth in this Section. In the event Landlord and Tenant cannot mutually agree upon the
amounts of said increases, then Tenant agrees that all insurance policy limits as set forth in this
Section shall be adjusted for increases in the cost of living. Policy deductible amounts or self-
insured retention shall be subject to Landlord's approval.

22. WnrvaR oF SUBRoGATIoN. Landlord and Tenant each waive all of its rights, and the
rights of its insurers, of recovery against the other for any damages to its property caused by an

occuffence insured against by each party, or that would be insured against by the Insurance
Services Office (ISO) "special Causes of Loss Form, but for any deductible amount under any
such policy, or any election to be a self-insurer of such property.

23. Tenant hereby waives all rights of recovery against Landlord and its officers, employees,
agents and representatives, on account of loss by or damage to Tenant or its property or the
property of others under its control, to the extent that such loss or damage is insured against under
any fire and extended coverage insurance policy which either may have in force at the time of the
loss or damage. Tenant shall, upon obtaining the policies of insurance required under this Lease,
give notice to its insurance carrier or carriers that the foregoing waiver of subrogation is contained
in this Lease and such policies shall consent to such waiver.

24. SusoRDTNATIoN AND ATToRNMENT. Upon written request of Landlord, or any mortgagee
or deed of trust beneficiary of Landlord, Tenant shall, in writing in the lender's standard form,
subordinate its rights under this Lease to the lien of any mortgage or deed of trust, or to the interest
of any leases in which Landlord is lessee, and to all advances made or hereafter to be made

thereunder. However, before signing any subordination agreement, Tenant shall have the right to
obtain from any lender or lessor of Landlord requesting such subordination, an agreement in
writing providing that, as long as Tenant is not in default hereunder, this Lease shall remain in
effect for the full Term. The holder of any security interest may, upon written notice to Tenant,
elect to have this Lease prior to its security interest regardless of the time of the granting or
recording of such security interest. In the event of any foreclosure sale, transfer in lieu of
foreclosure or termination of the lease in which Landlord is lessee, Tenant shall attorn to the
purchaser, transferee or lessor as the case may be, and recognize that party as Landlord under this
Lease, provided such party acquires and accepts the Premises subject to this Lease, and further
provided that the transferee expressly assumes the then future obligations of this Lease. Further,
Landlord shall be required to provide said transferee with the material terms of this Lease to which
transferee will be bound and required to fulfill the obligations of "Landlord".

25. TnN¡,Nr Esroppnl CnRtIrrcltns. Within ten (10) days after written request from
Landlord, Tenant shall execute and deliver to Landlord or Landlord's designee, a written statement

certifying (a) that this Lease is unmodified and in full force and effect, or is in fullforce and effect
as modified and stating the modifications; (b) the amount of Base Rent and the date to which Base

Rent and Additional Rent have been paid in advance; (c) the amount of any security deposited
with Landlord; and (d) that Landlord is not in default hereunder or, if Landlord is claimed to be in
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default, stating the nature of any claimed default. Any such statement may be relied upon by a
purchaser, assignee or lender. Tenant's failure to execute and deliver such statement within the
time required shall at Landlord's election be a default under this Lease and shall also be conclusive
upon Tenant that: (1) this Lease is in full force and effect and has not been modified except as

represented by Landlord; (2) therc are no uncured defaults in Landlord's performance and that
Tenant has no right of offset, counter-claim or deduction against Rent; and (3) not more than one

month's Rent has been paid in advance,

26. TnaNsnnn oF LANDLoRD's INTEREST. In the event of any sale or transfer by Landlord of
the Premises or the Building, and assignment of this Lease by Landlord, Landlord shall be and is
hereby entirely freed and relieved of any and all liability and obligations contained in or derived
from this Lease arising out of any act, occurrence or omission relating to the Premises and/or the
Building or Lease occurring after the consummation of such sale or transfer. If Tenant has paid
any security deposit or prepaid Rent, Landlord may transfer the security deposit or prepaid Rent
to Landlord's successor and upon such transfer, Landlord shall be relieved of any and all further
liability with respect thereto.

27. Dnrlulr.

(a) Tenant's Default: The occurrence of any one or more of the following events shall
constitute a default and breach of this Lease by Tenant:

(i) If Tenant abandons or vacates the Premises

(ii) If Tenant fails to pay when due any Rent or any other charges required to be paid
by Tenant under this Lease

(iiÐ If Tenant fails to promptly and fully perform any other covenant, condition or
agreement contained in this Lease and such failure continues for ten (10) days after written notice
thereof from Landlord to Tenant, or, if such default cannot be cured within such 10-day period,
such longer period as is reasonably required not to exceed thirty (30) days, so long as Tenant
commences cure within such 10-day period and diligently proceeds to completion; or

(iv) If a writ of attachment or execution is levied on this Lease or on any of Tenant's
Property; or if in any proceeding or action in which Tenant is a party, a trustee, receiver, agent or
custodian is appointed to take charge of the Premises or Tenant's Property (or has the authority to
do so) for the purpose of enforcing a lien against the Premises or Tenant's Property; or

(v) If Tenant makes a general assignment for the benefit of creditors, or provides for
an affarugemenq composition, extension or adjustment with its creditors; or If Tenant files a
voluntary petition for relief or if a petition against Tenant in a proceeding under the federal
bankruptcy laws or other insolvency laws is filed and not withdrawn or dismissed within forty-
five (45) days thereafter, or if under the provisions of any law providing for reorganization or
winding up of corporations, any court of competent jurisdiction assumes jurisdiction, custody or
control of Tenant or any substantial part of its property and such jurisdiction, custody or control
remains in force unrelinquished, unstayed or unterminated for a period of forty-five (45) days.
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(b) Remedies: In the event of Tenant's default hereunder, Landlord may terminate this Lease
by notice to Tenant, or continue this Lease in full force and effect, and/or perform Tenant's
obligations on Tenant's behalf and at Tenant's expense.

(Ð If and when this Lease is so terminated, all rights of Tenant and those claiming
under it will terminate and Tenant will immediately surrender the Premises to Landlord. In such
event, Landlord may immediately recover from Tenant:

1. The worth at the time of award of any unpaid rent which had been eamed
at the time of such termination; plus

2. The worth at the time of award of the amount by which the unpaid rent
which would have been earned after termination until the time of award exceeds the amount of
such rental loss that Tenant proves could have been reasonably avoided; plus

3. The worth at the time of award of the amount by which the unpaid rent for
the balance of the term after the time of award exceeds the amount of such rental loss that Tenant
proves could be reasonably avoided; plus

4. Any other amount necessary to compensate Landlord for all the detriment
proximately caused by Tenant's failure to perform Tenant's obligations under this Lease or which
in the ordinary course of things would be likely to result therefrom, plus any other amounts in
addition to or in lieu thereof that may be permitted by law.

As used in Subsections (i)(l) and (2) above, the okorth at the time of award" is computed by
allowing interest at the Prime Rate, plus four percent (4%o) per annum (or at the maximum rate
permitted by law, whichever is less). As used in Subsection (i) (3) above, the "worth at the time
of award" is computed by discounting such amount at the discount rate of the Federal Reserve
Bank of San Francisco at the time of award plus one percent (l%). Until Tenant confirms in
writing that this Lease is terminated, Landlord's failure to relet the Premises shall not constitute a
failure to mitigate damages; or

(iÐ Maintain Tenant's right to possession as provided in Civil Code Section 1951.4
(Landlord may .continue lease in effect after Tenant's breach and abandonment and recover Rent
as it becomes due, if Tenant has the right to sublet or assign, subject only to reasonable limitations),
in which case this Lease shall continue in effect whether or not Tenant shall have abandoned the
Premises. In such event Landlord shall be entitled to enforce all of Landlord's rights and remedies
under this Lease, including the right to recover the Rent as it becomes due hereunder; or

(iiÐ Pursue any other remedies available to Landlord at law or in equity pursuant to
California law.

(c) Continuing Liability; Waiver of Redemption Rights: No repossession, re-entering or
reletting of the Premises or any part thereof by Landlord shall relieve Tenant of its liabilities and
obligations under this Lease. Tenant hereby irrevocably waives any right otherwise available at
law or in equity to redeem or reinstate this Lease.
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(d) Remedies Cumulative: All rights and remedies of Landlord under this Lease will be non-
exclusive of and in aCdition to any other remedies available to Landlord at law or in equity. The
waiver by Landlord of any breach of any term, covenant or condition of this Lease shall not be

deemed a waiver of such term, covenant or condition or of any subsequent breach of the same or
any other term, covenant or condition. Acceptance of Rent by Landlord subsequent to any breach
hereof shall not be deemed a waiver of any preceding breach other than the failure to pay the
particular Rent so accepted, regardless of Landlord's knowledge of any breach at the time of such
acceptance of Rent. Landlord shall not be deemed to have waived any term, covenant or condition
unless Landlord gives Tenant written notice of such waiver.

(e) Landlord's Default: If Landlord fails to perform any covenant, condition or agreement
contained in this Lease within thirty (30) days after receipt of written notice from Tenant
specifying such default, or if such default cannot reasonably be cured within thirty (30) days, if
Landlord fails to commence to cure within that thirty (30) day period, then Landlord shall be liable
to Tenant for any damages sustained by Tenant as a result of Landlord's breach; provided,
however, it is expressly understood and agreed that if Tenant obtains a money judgment against
Landlord resulting from any default or other claim arising under this Lease, that judgment shall be

satisfied only out of the rents, issues, profits and other income actually received on account of
Landlord's right, title and interest in the Premises, the Building, and no other real, personal or
mixed property of Landlord (or of any of Landlord's affiliates or of the partners which comprise
Landlord, if any), wherever situated, shall be subject to levy to satisfy such judgment. If, after
notice to Landlord of default, Landlord (or any first mortgagee or first deed of trust beneficiary of
Landlord) fails to cure the default as provided herein, then Tenant shall have the right to cure that
default at Landlord's expense. Tenant shall not have the right to terminate this Lease or to
withhold, reduce or offset any amount against any payments of Rent or any other charges due and
payable under this Lease except as otherwise specifically provided herein. Notwithstanding
anything to the contrary herein, in no event shall Landlord be liable to Tenant for any form of
special or consequential damages, including, without limitation, lost profits.

(Ð Waiver of Jury Trial: LANDLORD AND TENANT HEREBY AGREE NOT TO
ELECT A TRIAL BY JURY OF ANY ISSUE TRIABLE OF RIGHT BY JURY, AND WAIVE
ANY RIGHT TO TRIAL BY JURY FULLY TO THE EXTENT THAT ANY SUCH RIGHT
SHALL NOW OR HEREAFTER EXIST WITH REGARD TO THIS LEASE, OR ANY CLAIM,
COI.INTERCLAIM OR OTHER ACTION ARISING IN CONNECTION THEREWITH. THIS
WAIVER OF RIGHT TO TRIAL BY JURY IS GIVEN KNOWINGLY AND VOLI.INTARILY
BY LANDLORD AND TENANT, AND IS INTENDED TO ENCOMPASS INDIVIDUALLY
EACH INSTANCE AND EACH ISSUE AS TO WHICH THE RIGHT TO A TzuAL BY JURY
WOULD OTHERWISE ACCRUE. LANDLORD AND TENANT ARE HEREBY
AUTHORIZED TO FILE A COPY OF THIS PARAGRAPH IN ANY PROCEEDING AS
CONCLUSIVE EVIDENCE OF THIS WAIVER.

Landlord's Initials: Tenant's Initials:

28. BRornntca Frns. Tenant warrants and represents that it has not dealt with any real estate

broker or agent in connection with this Lease or its negotiation. Tenant shall indemnify and hold
Landlord harmless from any cost, expense or liability (including costs of suit and reasonable
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attorneys' fees) for any compensation, commission or fees claimed by any other real estate broker
nr qoent in nnnnenfinn rx¡ifh thic T cqce nr ifc naonfiofinn hr¡ reqcnn nf qnr¡ qnf nf Tenqnt

"'*.,J

29. Nortcns. Any notice or document"shall be considered received when personally delivered
by mail, messenger, overnight courier or otherwise to, or whether actually received or not, on the
third day after deposit in the United States mail, postage prepaid, registered or certified mail, return
receipt requested, addressed to the parties hereto at the respective addresses set forth in this Lease,
or to Tenant at the Premises, or at such other address as they may specify from time to time by
written notice delivered in accordance with this Paragraph, except that if such day is not a business
day, the notice or document will be considered delivered on the next business day. All payments
required to be made by Tenant to Landlord are to be paid, without prior demand except as may be

specified and without any setoff, deduction or counterclaim whatsoever, in legal tender of the
United States of America at the address set forth on the invoice or, if no invoice is submitted or no
address is set forth, at the address for the Landlord set forth on this Lease or at any other address

as Landlord may specify from time to time by written notice in accordance with this Paragraph.

30. Qutnr EN¡ovtrnNT. Tenant, upon paying the Rent and performing all of its obligations
under this Lease, shall peaceably and quietly enjoy the Premises, subject to the terms of this Lease
and to any mortgage, lease or other agreement to which this Lease may be subordinate.

31. OnsrnvANCE oF LAw. Tenant shall not use the Premises or permit anything to be done
in or about the Premises which will in any way conflict with any law, statute, ordinance or
govenìmental rule or regulation now in force or which may hereafter be enacted or promulgated.
Tenant shall, at its sole cost and expense, promptly comply with all laws, statutes, ordinances and
governmental rules, regulations or requirements now in force or which may hereafter be in force,
and with the requirements of any board of fire insurance unden¡vriters or other similar bodies now
or hereafter constituted, relating to or affecting the condition, use or occupancy of the Premises,
excluding structural changes not related to or affected by Tenant's improvements or acts. The
judgment of any court of competent jurisdiction or the admission of Tenant in any action against
Tenant, whether Landlord is a party thereto or not, that Tenant has violated any law, statute,
ordinance or govemmental rule, regulation or requirement shall be conclusive of that fact as

between Landlord and Tenant.

32. Foncn Mt¡nuRe. Any prevention, delay or stoppage of work to be performed by
Landlord or Tenant which is due to strikes, labor disputes inability to obtain labor, materials,
equipment or reasonable substitutes therefor, acts of God, governmental restrictions or regulations
or controls, judicial orders, enemy or hostile government actions, civil commotion, hre or other
casualty, or other causes beyond the reasonable control ofthe party obligated to perform hereunder,
shall excuse performance of the work by that party for a period equal to the duration of that
prevention, delay or stoppage. Nothing in this Section shall excuse or delay Tenant's obligation
to pay Rent or other charges under the Lease, except as otherwise provided in this Lease.

33. CURINc TrNrNtos Dnrnulrs. If Tenant defaults in the performance of any of its
obligations under this Lease, Landlord may (but shall not be obligated to) after any applicable
notice and cure period, without waiving such default, perform the same for the account and at the
expense of Tenant. Tenant shall pay Landlord all costs of such performance promptly upon receipt
of a bill therefor.
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34. No StcN,q,cn. Tenant shall not affrx, paint, erect or inscribe any sign, projection, awning,
signal or advertisement of any kind to any part of the'Premises or the Building, including without
limitation, the inside or outside of windows or doors. Landlord shall have the right to remove any
signs or other matter installed in violation of this provision without Landlord's permission, without
being liable to Tenant by reason of such removal, and to charge the cost of removal to Tenant as

Additional Rent hereunder, payable within ten (10) days of written demand by Landlord.

35. Mrscpr,r,lNEous.

(a) Accord and Satisfaction; Allocation of Payments: No payment.by Tenant or receipt by
Landlord of a lesser amount than the Rent provided for in this Lease shall be deemed to be other
than on account of the earliest due Rent, nor shall any endorsement or statement on any check or
letter accompanying any check or payment as Rent be deemed an accord and satisfaction, and
Landlord may accept such check or payment without prejudice to Landlord's right to recover the
balance of the Rent or pursue any other remedy provided for in this Lease. In connection with the
foregoing, Landlord shall have the absolute right in its sole discretion to apply any payment
received from Tenant to any account or other payment of Tenant then not current and due or
delinquent

(b) Attorneys' Fees: If any action or proceeding is brought by either party against the other
pertaining to or arising out of this Lease, the finally prevailing party shall be entitled to recover all
costs and expenses, including reasonable attorneys' fees, incurred on account of such action or
proceeding.

(c) Captions, Sections and Section Numbers: The captions appearing within the body of
this Lease have been inserted as a matter of convenience and for reference only and in no way
define, limit or enlarge the scope or meaning of this Lease. All references to Section and Section
numbers refer to Sections and Sections in this Lease.

(d) Choice of Law: This Lease shall be construed and enforced in accordance with the laws
of the State of Califomia.

(e) Consent: Notwithstanding anything contained in this Lease to the contrary, Tenant shall
have no claim, and hereby waives the right to any claim, against Landlord for money damages by
reason of any refusal, withholding by Landlord of any consent or approval, and in such event,
Tenant's only remedies therefor shall be an action for specific performance, injunction or
declaratory judgment to enforce any right of such consent or approval.

(0 Authority: Each individual signing this Lease on behalf of Tenant represents and warrants
that he or she is duly authorized to execute and deliver this Lease on behalf of Tenant, and that
this Lease is binding on Tenant in accordance with its terms. Tenant shall, at Landlord's request,
deliver a certified copy of a resolution of its governing body authorizing such execution.

(g) Counterparts: This Lease may be executed in multiple counterparts, all of which shall
constitute one and the same Lease.

(h) Execution of Lease; No Option: The submission of this Lease to Tenant shall be for
examination purposes only, and does not and shall not constitute a reservation of or option for
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Tenant to lease, or otherwise create any interest of Tenant in the Premises or any other premises
within the Building. Execution of this Lease by Tenant and its return to Landlorel shall not be
binding on Landlord notwithstanding any time interval, until Landlord has in fact signed and
delivered this Lease to Tenant.

(i) Further Assurances: The parties agree to promptly sign all documents reasonably
requested to give effect to the provisions of this Lease. Notwithstanding the foregoing to the
contrary, in no event shall Tenant be required to submit Tenant's financial statement(s)..

0) Prior Agreements; Amendments: This Lease contains all ofthe agreements ofthe parties
with respect to any matter covered or mentioned in this Lease, and no prior agreement or
understanding pertaining to any such matter shall be effective for any purpose. No provisions of
this Lease may be amended or added to except by an agreement in writing signed by the parties or
their respective successors in interest.

(k) Recording: Tenant shall not record this Lease or any memorandum of this Lease.

(t) Severability: A final determination by a court of competent jurisdiction that any provision
of this Lease is invalid shall not affect the validity of any other provision, and any provision so

determined to be invalid shall, to the extent possible, be construed to accomplish its intended effect.

(m) Successors and Assigns: This Lease shall apply to and bind the heirs, personal
representatives, and permitted successors and assigns to the parties.

(n) Time of the Essence: Time is of the essence of this Lease.

(o) \ilaiver: No delay or omission in the exercise of any right or remedy of Landlord upon
any default by Tenant shall impair such right or remedy or be construed as a waiver of such default.
The receipt and acceptance by Landlord of delinquent Rent shall not constitute a waiver of any
other default; it shall constitute only a waiver of timely payment for the particular Rent payment
involved. No act or conduct of Landlord, including, without limitation, the acceptance of keys to
the Premises, shall constitute an acceptance of the surrender of the Premises by Tenant before the
expiration of the Term. Only a written notice from Landlord to Tenant shall constitute acceptance
of the surrender of the Premises and accomplish a termination of the Lease. Landlord's consent
to or approval of any actby Tenant requiring Landlord's consent or approval shall not be deemed
to waive or render unnecessary Landlord's consent to or approval ofany subsequent act by Tenant.
Any waiver by Landlord or any default must be in writing and shall not be a waiver of any other
default concerning the same or any other provision of the Lease.

The parties hereto have executed this Lease as of the date set forth on page 1.

LrNulono: TrN¡,Nr:

The Rector, Wardens and Vestrymen of St.
John's Parish, Ross, California

Town of Ross
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By: By

Print Name Print Name

Title:Title

Address:
PO Box2I7,
Ross CA 94957
Attention: The Rector
Tel: (415) 4561102

Address:
PO Box 117
Ross, C494957
Attention: Ross Town Manager
Tel: (415) 453-1453
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